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investment minus depreciation charges) followed in India,11 ^ Per-
sonal and public consumption is derived simply as a residual
(national income less net investment) in both cases.
(2)  problems of comparable prices
Even when the adjustments for conceptual differences are made,
there is the difficulty of expressing the monetary value of different
countries in a common unit. The current exchange rate is at best
a very poor reflector of the very important differences in the in-
ternational price relationships, and pattern of and preferences in
consumption, in different countries, particularly so if the countries
compared are at markedly different stages of development.12
These considerations are important even in comparisons between
countries where the exchange ratios are relatively "free." The di-
fficulties become unmanageable when attempting to relate in-
come or price data for eastern European countries and the Soviet
Union to those for other countries at the official rates of exchange.
The prices of major items of consumption, and current wage
levels in India and China, are shown below in Table 2 in order to
indicate whether the official exchange rate can be used for the pur-
pose of comparing income data in the two countries. It should be
11 It is probable, however, that the coverage of changes in stocks may be
more comprehensive in China.
u The importance of these different stages of development, and the inability
of statistical techniques developed so far to reflect them adequately, were
brought out sharply when, quoting Colin Clark's figure of 40 international
units, Professor Kuznets asked: "Could people live in the United States during
1925-34 for several years on an income substantially below $40 per capita ?
The answer would be 'yes' if they were sufficiently wealthy to have lots of pos-
sessions to sell, sufficiently lucky to have rich relations or sufficiently bold
to rob other psople. The one-third to one-half of the pre-industrial population
of the world would scarcely be in that position ; and if we assume that all they
have produced and could consume per capita was less than 40 international
unit^for several years, the conclusion would be all would be dead by now.
One is thus forced to infer that (a) either that the estimates, even after the cus-
tomary adjustments for comparability with industrial countries, are still de-
ficient in omitting many goods produced in pre-industrial countries, or (b)
in fact the whole complex of goods produced and consumed is so different that
we cannot establish any equivalence of the type represented by Mr. Clark's
fflteraaikHalumt^
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